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(2) Adequate internal controls are in
place to assure accurate and timely re-
porting of transactions and the safe-
guarding of assets;

(3) The financial condition of the cen-
tral credit union is sound with ade-
quate reserves for losses;

(4) Surety bond coverage provides
protection for the central credit union
while the central credit union is per-
forming the duties of an Agent member
of Facility;

(5) Management has demonstrated its
ability to use such techniques as cash
flow analysis, budgeting, and projec-
tions of sources and uses of funds to
manage the affairs of the central credit
union efficiently and in conformity
with sound business practices; and

(6) There are no practices, proce-
dures, policies, or other factors that
would result in discrimination by the
central credit union among natural
person credit unions or inhibit its abil-
ity to act independently in its role as
an Agent member of the Facility.

(c) Each Agent, or in the case of an
Agent group, each central credit union
in the group, must:

(1) Maintain records related to Facil-
ity activity in conformity with re-
quirements prescribed by the NCUA
Board from time to time; and

(2) Submit such reports as may be re-
quired by the Facility to determine fi-
nancial soundness, quality and level of
service, and conformity with estab-
lished guidelines and procedures.

(d) Each Agent, or in the case of an
Agent group, each central credit union
in the group, must have on an annual
basis a third party independent audit
of its books and records and provide
the Facility with copies of the report
of such audit. The auditor selected
must be recognized by a State or terri-
torial licensing authority as possessing
the requisite knowledge and experience
to perform audits.

(e) Within 30 days after a natural per-
son credit union becomes a member of
a central credit union which is an
Agent or a member of an Agent group,
the agent, or in the case of an Agent
group, the Agent group representative,
shall subscribe to additional capital
stock of the Facility in an amount
equal to one-half of 1 percent of such
credit union’s paid-in and unimpaired

capital and surplus, and shall forward
funds equal to one-half of this stock
subscription to the Facility. This sub-
section shall not apply if the natural
person credit union is a Regular mem-
ber of the Facility or has access to the
Facility through, and is included in the
stock subscription of, another Agent.

(f) A central credit union or group of
central credit unions which becomes an
Agent member of the Facility after
February 23, 1980, may not receive a
Facility advance without approval of
the NCUA Board for a period of six
months after becoming a member. This
subsection shall not apply to any cred-
it union which becomes an Agent mem-
ber or a member of an Agent group
within six months after such credit
union is chartered within six months
after such credit union has been an
Agent or a member of another Agent
group.

(g) Agent members will be com-
pensated for the services they perform
for the Facility in a manner to be spec-
ified by the NCUA Board.

§ 725.5 Capital stock.

(a) The capital stock of the Facility
is divided into nonvoting shares having
a par value of $50 each. The Facility
issues whole and fractional shares.
Shares are issued in book entry form
upon receipt of payment for such
shares, and cannot be transferred or
hypothecated except to the Facility.

(b) The capital stock subscriptions
provided for in §§ 725.3 and 725.4 shall
be:

(1) Based on an arithmetic average of
paid-in and unimpaired capital and sur-
plus over the six months preceding ap-
plication for membership, and

(2) Adjusted at the close of each cal-
endar year in accordance with an arith-
metic average of paid-in and
unimpaired capital and surplus over
the twelve months in such calendar
year. Payments for adjustments to the
capital stock subscription must be re-
ceived by the Facility no later than
March 31 of the following year.

(c) That part of a member’s stock
subscription which is not paid-in shall
be held by the member on call of the
NCUA Board and shall be invested in
liquid assets.

VerDate 11<MAY>2000 02:28 Jan 18, 2002 Jkt 197038 PO 00000 Frm 00522 Fmt 8010 Sfmt 8010 Y:\SGML\197038T.XXX pfrm02 PsN: 197038T



523

National Credit Union Administration § 725.7

(d) Any member may at any time
purchase additional shares of capital
stock in the Facility. Any shares in ex-
cess of the member’s required paid-in
portion of its stock subscription can be
redeemed by the member as long as the
member maintains investments in
other assets sufficient to meet the re-
quirement of paragraph (c) of this sec-
tion. The member’s required paid-in
portion of its stock subscription in-
cludes one-half of its stock subscrip-
tion plus any ‘‘calls’’ that may have
been issued by the NCUA Board against
the ‘‘on-call’’ portion of such stock
subscription.

(e) Dividends will be paid on capital
stock at such times and rates as are de-
termined by the NCUA Board. The
NCUA Board shall declare such divi-
dends no less frequently than annually.
All issued (paid for) capital stock shall
share in dividend distributions without
preference. Payment of dividends will
be made by the issuance of capital
stock to the member in the amount of
the dividend.

[44 FR 49437, Aug. 23, 1979, as amended at 45
FR 47122, July 14, 1980; 47 FR 1371, Jan. 13,
1982; 53 FR 22472, June 16, 1988]

§ 725.6 Termination of membership.
(a) A member of the Facility whose

stock subscription constitutes less
than 5 percent of total subscribed Fa-
cility stock may withdraw from mem-
bership in the Facility six months after
notifying the NCUA Board in writing of
its intention to do so.

(b) A member of the Facility whose
stock subscription constitutes 5 per-
cent or more of total subscribed Facil-
ity stock may withdraw from member-
ship in the Facility twenty-four
months after notifying the NCUA
Board in writing of its intention to do
so.

(c) The NCUA Board may terminate
membership in the Facility if, after the
opportunity for a hearing, the NCUA
Board determines the member has
failed to comply with any provision of
the National Credit Union Central Li-
quidity Facility Act or any regulation
issued pursuant thereto. If membership
is terminated under this subsection,
the credit union will be required to ob-
tain the approval of the NCUA Board
before becoming a member of the Fa-

cility again. Such approval will be
granted only if the NCUA Board is sat-
isfied that the credit union will comply
with such Act and regulations.

(d)(1) If membership is terminated
under any provision of this section, the
terminated member’s stock shall be re-
deemed upon termination. In such
event, the Facility may retain any
amount owed to the Facility by the
member.

(2) When a member natural person
credit union withdraws from member-
ship in a central credit union which is
an Agent or a member of an Agent
group, the stock subscription of the
Agent, or in the case of an Agent
group, the stock subscription of the
Agent group representative, will be ad-
justed after the waiting period which
would apply under paragraph (a) or (b)
of this section if the withdrawing cred-
it union were a member of the Facility.

§ 725.7 Special share accounts in feder-
ally chartered agent members.

(a) A federally chartered Agent mem-
ber of the Facility may require its
member natural person credit unions
to establish and maintain special share
accounts in the Agent member to reim-
burse it for the portion of the Agent’s
Facility stock subscription which is at-
tributable to the paid-in and
unimpaired capital and surplus of each
such natural person credit union.

(b) The amount which the Agent
member requires each member natural
person credit union to maintain in
such special share accounts shall be
based on a uniform percentage of the
paid-in and unimpaired capital and sur-
plus of such credit unions, and shall
not exceed the amount of the Agent’s
stock subscription which is attrib-
utable to the capital and surplus of
each such credit union. An Agent shall
not permit a member to maintain in a
special share account any amounts in
excess of the required amount.

(c) A natural person credit union
that withdraws from membership in an
Agent member or that becomes a Reg-
ular member of the Facility, shall be
entitled to the return of all amounts in
its special share account upon with-
drawal from membership in the Agent
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